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Financial Highlights 


Fifty-two weeks 


1977 1976 (unaudited) 
(In thousands) 
Revenues from continuing operations $98,461 $84,198 
Income from continuing operations before income taxes and 
extraordinary items 2,630 1,538 
Income taxes 1,108 764 
Operating profits of foreign operations sold net of income tax 316 279 


Extraordinary items: 
— Loss on sale of foreign operations, net (252) 
— Reduction of income taxes as a result of carry forward of losses of 
prior years 


Net income $ 1,586 
Basic earnings per class A share* 
— Before extraordinary item $ 1.17 
— Net income 1.04 


* Earnings per class B share and fully diluted earnings per share are shown in note 5 of the financial statements. 
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Report to Shareholders 


On behalf of the Board of Directors of VS Services 
Ltd, I am pleased to report that for the fiscal year ended 
September 28, 1977, your Company’s revenues and 
operating income were the highest in its 23-year history. 


Domestic revenues increased 16.9% to $98,461,000 
and operating income rose 71.0% to $2,630,000 before 
income taxes and an extraordinary item, demonstrating 
improvement in all areas of operations. 


After-tax income, before an extraordinary item, 
reached $1,838,000 up 74.6% for the year. Including an 
extraordinary item, net income for 1977 was $1,586,000. 


Basic earnings per class A share were $1.17 for 1977 
before an extraordinary item and $1.04 after an extraor- 
dinary item. On a fully diluted basis, earnings per share 
were 91¢ before — and 81¢ after — an extraordinary item. 


Year-end comparisons reflect the 52 weeks ended 
September 28, 1977 versus the 52 weeks ended Sep- 
tember 29, 1976. VS changed its year-end by a resolution 
of the Board of Directors in 1975 to more accurately 
reflect the annual business cycle of our industry. 


The last quarter of this fiscal year was the 15th 
consecutive quarter in which operating gains exceeded 
results in comparable, year-earlier periods and in which 
the implementation of our 1974 strategic plan continued. 
In 1977 our plan emphasized two major aspects: corpo- 
rate restructuring and operations growth. 


New Food Production Facility 


Corporate Restructuring 

During 1977, VS began operations in British Col- 
umbia with the acquisition of AAA Coffee System of 
Vancouver. This extended our network in Canada from 
coast to coast and added more than 800 client locations in 
Vancouver and the lower Fraser Valley. Financed en- 
tirely from operating cash flow, the acquisition estab- 
lished a base for other service-related activities planned 
to commence in 1978. 


VS also completed the divestiture of its interests in 
the two remaining international operations in Jamaica 
and West Germany, bringing to a close the streamlining 
programme which started three years ago. These divesti- 
tures will enable management to concentrate its strength 
and expertise in Canada where it has traditionally exhi- 
bited its greatest effectiveness. 


In Jamaica, declining tourism and political uncer- 
tainty prompted us to sever our relationship with Versair 
In-Flite Services. 


The proceeds from the sale of our interest in Apetito/ 
Karl Diisterberg of West Germany amounted to $6.4 
million which provides VS with a strong financial base 
and permits management to accelerate its domestic 
acquisition programme. The gain on the sale was $1.571 
million. 


VS had owned 70% of Apetito/Karl Diisterberg 
since 1969. While German results were satisfactory in the 
short term, we believe that the longer view would have 
increased our business risk. Considerations such as 
distance, Canadian management time, future German 
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management, our expertise in the production of deep 
frozen meals and Apetito’s competitive position in the 
marketplace amongst others caused us to make that 
decision. 


Operations Growth 

VS continued to increase its share of its service 
markets. Sales growth in existing client locations plus the 
addition of new client locations contributed to our 
momentum. 


In February, VS was selected as the food service 
operator at Toronto’s Exhibition Stadium. The Stadium 
is the home of the Major League Toronto Blue Jays 
Baseball Team and the Canadian Football League To- 
ronto Argonauts. In 1977 more than two million spec- 
tators attended events at the Stadium. 


In September, VS opened its new Food Production 
Centre in Toronto. The facility, designed by VS’ as- 
sociate company, Planned Food Facilities (International) 
Ltd, incorporates energy conservation and high speed 
production features. The Centre houses some manage- 
ment offices as well as VS’ corporate Research and 
Standards laboratories. The construction of this facility 
was undertaken to accommodate future growth in the 
institutional markets served by the Centre. 


A.I.B. 


1977 was the second year in which VS was con- 
fronted with Anti-Inflation Board regulations. While 
your Company is strongly in favour of measures to curb 
inflation, the A.I.B. ruling, which limited pre-tax in- 
come to 2% of total sales, had a restraining affect on the 
Company’s earnings during the year. This rule has been 
relaxed somewhat affecting our fiscal year in 1978. A 
ceiling of 3.1% has been established by the A.I.B. for VS 
during 1978 and should have a positive effect on our 
earnings next year. The expected lifting of A.I.B. regula- 
tions in late 1978 will further enhance accelerated growth 
for VS. 


Outlook for 1978 


Management is studying opportunities to broaden 
and diversify our service base. We have the balance sheet 
strength upon which to build and sustain a financially 


strong and growing organization. Further, we have 
improved the quality of our personnel and managerial 
resources to handle the expected new growth. 


VS enters 1978 with a new look. As a purely 
domestic company, VS is positioned to take advantage of 
the many opportunities that the Canadian market offers. 


The Board of Directors and I would like to recog- 
nize the contribution of our employees who helped to 
make 1977 a year of such substantial progress. 


With them we look forward to the challenges of 1978 
and beyond. 


infec Aitigzor 


Manfred Doblinger 
President and Chief Executive Officer 


Review of Operations 


VS’ New Look 

With the sale of VS’ West German affiliate, Apetito/ 
Karl Dtsterberg in late 1977, VS became a purely 
domestic company. VS now operates in every major 
centre in Canada and plans are already established to 
further increase that penetration. 


1977 marks a new stage in VS’ corporate evolution. 
The objectives set out in a 1974 restructuring plan have 
been reached, and your Company looks with renewed 
vigour to the opportunities offered in the Canadian 
market place. 


Resource Development 

As Canada’s leading professional service manage- 
ment company, VS acknowledges its responsibility to 
employ highly trained, well motivated personnel. The 
Company’s success 1n the health care, education, at work 
and recreation markets is directly attributable to the 
efforts of VS employees. 


A formal training and development programme was 
introduced late in 1977 to assess and meet the needs of 
key personnel. The first phase, creation of a com- 
puterized data bank to document employee skills and 
expertise, will form an integral part of the Training 
Department’s skills development programme. 


VS’ national sales force attended an intensive train- 
ing programme to upgrade professional skills and sen- 


sitivity to client needs. Programmes of this type will be 
expanded in 1978 to involve additional VS departments 
and personnel. 


Health Care Services 

This market is comprised of hospitals, special care 
institutions and senior citizens’ homes. Provincial health 
care funding restrictions have emphasized the necessity 
of stringent budgeting measures. Health care 
administrators across Canada are recognizing the cost 
benefits that can be realized by VS’ national purchasing 
power and sound management approach. 


Consequently, VS, a recognized industry leader, 
continued to increase its share of this market and antici- 
pates further growth. 


VS provides dietary, laundry and housekeeping 
management services in more than 100 health care 
institutions from coast to coast. These services, com- 
bined in one package, are gaining in popularity amongst 
administrators who benefit from the resulting cost ad- 
vantages. 


Education Market 

Universities and colleges across Cananda have en- 
trusted their food service to VS. The Company’s skilled 
managers offer the ability to innovate, adapt to rapidly 
changing student tastes and economic conditions and 
meet client objectives at reasonable cost. 


VS’ exclusive Rainbow programme which was 
launched in several Ontario secondary schools in 1976 
has been expanded and will be a highlight in every VS 
school cafeteria across Canada if our clients so choose. 
The programme uses a system of colour coding to arouse 
the interest of cafeteria patrons and encourage them to 
select nutritional food items. 


At Work Services 


VS manages food and refreshment services for many 
of the country’s leading industrial corporations, major 
commercial and financial companies and other clients 
throughout Canada. These services range from manage- 
ment of employee cafeterias to executive dining rooms, 
and from refreshment vending and office coffee systems 
to full line automatic food service. 


Your Company experienced more than 13% growth 
in revenues in this market in 1977, a recognition by the 
business community of our management expertise. 


Spearheaded by the acquisition of an office coffee 
system, VS plans to introduce an expanded line of 
services in British Columbia. 


Innovative programmes including ‘“‘Adventures in 
Dining” enhance client cafeteria operations. In this 
programme, both menu and decor are combined to 
reflect a topical theme which is changed each month. 


Recreation 

This market consists of stadiums, camps, and 
tourist and cultural centres for which VS manages food 
and beverage services. 


In early 1977, VS, building on food service experience 
gained at the XXI Olympiad in Montreal, entered into a 
15-year contract to manage the food, beverage and 
novelty concessions at the Exhibition Stadium in To- 
ronto. 


The Stadium, home of the Toronto Blue Jays 
Baseball and Argonaut Football teams, hosts major 
league sporting events, concerts and Canadian National 
Exhibition shows. Over 400 seasonal staff people, full 
and part-time, have been trained by the Company to 
ensure quality service to Stadium patrons. 


VS also operates the food and beverage services at 
the Ontario Science Centre, The Royal Ontario 
Museum, The African Lion Safari and Upper Canada 
Village. 


Staff Changes 

Mr. Robert E. Boone, who was appointed Vice 
President, Finance, is a chartered accountant with sev- 
eral years of senior management experience in major 
Canadian corporations. He holds a Bachelor of Com- 
merce degree from Loyola College. 


Mr. Murray J. Schelter was promoted to Area Vice 
President of Housekeeping and Coffee System Division 
from his position as General Manager, Coffee System. 


Mr. Kenneth Daigle was appointed Area Vice Pres- 
ident of Western Canada. Ken has served with VS 
Services for 22 years in a variety of senior positions. His 
responsibility includes the introduction of VS’ full line of 
services to the British Columbia market. 


Mr. Allan Baker and Mr. William Emerson, both 
former Chief Executives of the Company, retired from 
the Board in 1977. 


Consolidated Balance Sheet PO SSRG TST D 


September 28, 1977 the Canada Corporations Act) 
Assets September 28, 1977 > September 29, 1976 
(In thousands) 
Current assets: 
Cash and certificates of deposit $ 156 $ 439 
Receivables 7,684 S712 
Amount due on sale of subsidiary company (note 2) =— 4,929 
Inventories, at lower of cost (first in — first out) and market 2,866 3,794 
Prepayments 338 257 
Total current assets 15,973 13,202 
Investment in associated company (note 2) 2,095 
Notes receivable (note 2) 1,782 410 
Property and equipment, at cost: 
Land . 398 236 
Vending equipment 7,244 6,870 
Other equipment 4,773 4,920 
Buildings and leasehold improvements 1,880 2,038 
14,295 14,064 
Less accumulated depreciation 7,557 8,441 
Total property and equipment 6,738 53623 
Other: 
Investment in location acquisition costs (note 2) 5,453 8,464 
Technical and systems know-how 931 962 
Incorporation expenses 469 469 
Total other assets 6,853 OE805 
$31,346 $31,225 


The accompanying notes are an integral part of these statements. 


Liabilities and Shareholders’ Equity 


Current liabilities: 
Accounts payable and accrued charges 
Income taxes payable 
Current maturities of long-term debt 


Total current liabilities 


Deferred income taxes 
Long-term debt (note 3): 

Bank loans 

8% unsecured convertible notes 


Total long-term debt 


Minority interest (note 2) 
Shareholders’ equity: 


Common stock — without nominal or par value — 
Class A shares (notes 4 and 5): 


Authorized 2,000,000 

Issued 823,088 (1976 — 819,488) 
Class B shares: 

Authorized 2,000,000 

Issued 1,000,000 


Retained earnings 
Total shareholders’ equity 


On behalf of the Board: 
Manfred Doblinger, Director 


Robert J. Somers, Director 


The accompanying notes are an integral part of these statements. 


September 28, 1977 


10,124 


2,400 
12,524 


2,798 
15,322 


$31,346 


September 29, 1976 
(In thousands) 


$ 8,099 
190 
819 


9,108 


218 


1,650 
S122 


Fo12 


803 


Consolidated Statement of Income 


Revenues from continuing operations 
Costs and expenses: 
Cost of merchandise sold 
Operating, selling and administrative expenses 
Depreciation and amortization 
Interest, net 


Income from continuing operations before 
income taxes and extraordinary item 


Provision for income taxes: 
Currently payable 
Deferred to future years 


Income from continuing operations before 
extraordinary item 


Operating profits of foreign operations sold during 
the year, net of income tax (note 2) 


Income before extraordinary item 

Loss on sale of foreign operations, net (note 2) 

Reduction of income taxes as a result of the 
carry-forward of losses of prior years 


Net income 


Fifty-two 

weeks ended 

September 28, 1977 September 29, 1976 September 29, 1976 
(Unaudited) 


$98,461 


36,642 
57,586 
1,218 
385 


95,831 


Fifty-two 
weeks ended 


(In thousands) 


$84,198 


32,248 
48,685 
1195 
Soy 
82,660 


Consolidated Statement of Retained Earnings 


Balance, beginning of year 
Net income 


Balance, end of year 


The accompanying notes are an integral part of these statements. 


Fifty-two 
weeks ended 
September 28, 1977 


$ 1,212 
1,586 


$ 2,798 


(In thousands) 


Thirty-nine 
weeks ended 


$63,590 


24,130 
36,955 
900 
359 
62,344 


1,246 


406 
218 


624 


622 


162 
784 


403 
5 L137 


Thirty-nine 
weeks ended 
September 29, 1976 


Consolidated Statement of Changes in Financial 


Position 


Working capital was provided from: 
Continuing operations — 
Income before extraordinary item 


Add expenses not requiring an outlay of working capital 
in the current year: 


Depreciation and amortization 
Deferred income taxes 
Provided from continuing operations 
Foreign operations sold 
Provided from operations, exclusive of extraordinary item 


Proceeds on sale of subsidiary company (note 2) 

Proceeds on sale of associated company (note 2) 

Disposal of land, property and equipment 

Other, net 

Reduction of income taxes as a result of the carry-forward 
of losses of prior years 


Working capital was used for: 
Additions to property and equipment 
Reduction of long-term debt 
Investment in location acquisition costs 
Foreign operations sold, net 


Increase (decrease) in working capital 
Working capital, beginning of year 
Working capital, end of year 


The accompanying notes are an integral part of these statements. 


Fifty-two 
weeks ended 
September 28, 1977 


Thirty-nine 
weeks ended 
September 29, 1976 


(In thousands) 


Notes to Consolidated Financial Statements 


September 28, 1977 


1. Significant Accounting Policies 

CONSOLIDATION — The consolidated financial 
statements include the accounts of all subsidiaries. Re- 
sults of foreign companies disposed of during the year are 
included to the date of disposal as detailed in note 2, and 
their earnings have been translated at average exchange 
rates during the year. The convertible note payable in 
foreign currency has been translated into Canadian 
dollars at the year-end rate and the resulting exchange 
loss has been deferred. 

PROPERTY AND EQUIPMENT — Depreciation 
and amortization are provided using the straight-line 
method at the following rates: vending equipment — 
12.5 to 20%, other equipment — 10 to 20%, buildings — 
2.5%, leasehold improvements — life of the initial term 
of the lease. 

INVESTMENT IN LOCATION ACQUISITION 
COSTS — The excess of cost of purchase over net 
tangible assets of purchased businesses at the time 
ownership was acquired has been charged to “Location 
Acquisition Costs”. Location Acquisition Costs of 
$4,140,000 which arose as a result of purchases prior to 
April 1, 1974, are not being amortized because, in the 
opinion of the Company, there has been no diminution in 
value. The Company has recognized the possible future 
impairment of $1,022,000 which also arose as a result of 
purchases prior to April 1, 1974 and this amount is being 
amortized over the remainder of 40 years from the dates 
of acquisition. Excess costs of $369,000 arising sub- 
sequent to April 1, 1974 are being amortized over 40 
years in accordance with the accounting recommenda- 
tions of the Canadian Institute of Chartered Accoun- 
tants, although in the Company’s opinion there has been 
no diminution in value. 

TECHNICAL AND SYSTEMS KNOW-HOW — 
This represents the cost of on-going assistance provided 
by the majority shareholder for which class B shares were 
issued in 1967. In 1976 the Company began amortization 
of these costs over the remainder of 40 years from date of 
share issuance to recognize the possible limited life of the 
asset. 

INCOME TAXES — Deferred income taxes result 
primarily from the use of accelerated depreciation for 
income tax purposes and straight-line depreciation for 
financial reporting purposes. 

1976 FIGURES — The consolidated statements of 
income and changes in financial position have been 
restated to segregate the operating results and sources 
and uses of working capital of foreign operations sold. 


2. Sale of Foreign Operations 


Gain on sale of German subsidiary, Versafood Services GmbH, net $1,571,000 
Loss on sale of Jamaican affiliate, Versair In-Flite Services Limited 1,823,000 
Net loss on sale of foreign operations $ 252,000 


SALE OF SUBSIDIARY COMPANY — The Com- 
pany disposed of its German subsidiary, Versafood 
Services GmbH, as at the end of the 1977 fiscal year. The 
subsidiary owned a 70% interest in Apetito Karl Diister- 
berg GmbH & Co. KG which operated both a catering 
and a frozen food business in West Germany. The assets 
of the catering portion of the business were sold to a 
subsidiary of the Company’s majority shareholder for 
cash at a price based upon an independent appraisal. 

The total sale price of $6,414,000 is to be satisfied by 
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$4,929,000 in cash at closing and a note for $1,485,000 
bearing interest at the rate of 6.5% per annum and 
payable in three equal annual instalments on September 
30, 1981, 1982 and 1983. The note is personally guaran- 
teed by Karl Duisterberg, a director of the Company, up 
to an amount of 1,000,000 Deutsche Mark (currently 
approximately $500,000). 

The Company is entitled to receive additional consid- 
eration up to a maximum of 500,000 Deutsche Mark 
($250,000) over the next eight years should the buyer 
earn in excess of a certain designated profit level on the 
frozen food business. Due to the contingent nature of 
this amount it will not be reflected as proceeds until 
realized. The Company has also agreed not to compete 
with the buyers in the frozen food and catering busines- 
ses during the next five and twenty-five years respec- 
tively in the Federal Republic of Germany and West 
Berlin. 

The assets and liabilities of the subsidiary immediately 
prior to sale, translated at year-end exchange rates for 
working capital items and historic rates for fixed and 
intangible assets, are summarized as follows: 


1977 1976 
(In thousands) 
Current assets $ 5,745 $ 3,953 
Property and equipment, net of depreciation 1,538 iesiyll 
Investment in location acquisition costs SZ 2517/72 
Total assets 10,455 8,476 
Current liabilities 3,370 1,667 
Long-term debt — bank loans 1,301 1,650 
Minority interest 1,071 803 
Total liabilities 5,742 4,120 
Net investment $ 4,713 $ 4,356 
Proceeds on sale 6,414 
Gain on sale before income tax 1,701 
Less income tax provided 130 
Net gain on sale $ 1,571 


Except for taxes as provided, the capital gain for 
income tax purposes on the German subsidiary is offset 
by the capital loss on the disposal of the Jamaican 
associated company. The amount of $2,424,000 shown 
as proceeds on sale in the consolidated statement of 
changes in financial position represents the cash pro- 
ceeds of $4,929,000 less the $2,375,000 of working 
capital sold and income taxes provided of $130,000. 

Results of operations of this subsidiary included in the 
account “‘operating profits of foreign operations sold 
during the year, net of income tax” consist of the 
following: 

Fifty-two weeks 


1977 1976 
(In thousands) 

Revenues $31,307 $22,540 
Expenses: 

Cost of merchandise sold E7E2 5: 12,285 

Operating, selling and administrative expenses 12,386 9,029 

Depreciation and amortization 198 343 

Interest 188 147 

Minority interest 453 232 

Income taxes currently payable 470 232 

30,910 22,268 

Operating profit ye Bey Sere, 


SALE OF ASSOCIATED COMPANY — In June, 
1977, the Company sold its investment in its 50% owned 
Jamaican affiliate, Versair In-Flite Services Limited, for 
$191,000 in cash. The Company’s investment was ac- 
counted for on the equity basis and carried at cost plus 
the Company’s share of undistributed earnings since 


acquisition. 1977 losses of $81,000 (1976 $7,000 profit) 
are included in “‘operating profits of foreign operations 
sold during the year, net of income tax’’. 


3. Long-Term Debt 

8% UNSECURED CONVERTIBLE NOTES — The 
remaining principal of $2,800,000 (Canadian) on a 1970 
note is repayable in four annual instalments of $700,000 
to December 29, 1980. The Company is entitled to 
redeem the balance of the note in whole, but not in part, 
without penalty except as part of any refunding involving 
an effective interest cost of less than 8% per annum. The 
unpaid principal sum of the note is convertible, at the 
option of the noteholder, into fully paid common class A 
shares of the Company at $8.00 (Canadian) per share to 
December 29, 1977 and at $10.00 per share during the 
last three years to December 29, 1980 with 350,000 
shares reserved for conversion. 

Commencing on April 17, 1980, a 1974 note for 
$3,000,000 (U.S.) is repayable in four annual instalments 
of $450,000 each and a final payment of $1,200,000 on 
April 17, 1984. The Company is entitled to redeem the 
note, wholly or in parts of not less than $500,000, subject 
to a redemption premium (on other than scheduled 
repayments) decreasing from 8% in 1977 to 1% in 1984. 
The unpaid principal sum of the note is convertible, 
wholly or in parts of not less than $500,000 at the option 
of the noteholder into fully paid common class A shares 
of the Company at $8.00 (U.S.) per share to April 17, 
1980 and at $10.00 (U.S.) per share thereafter to April 
17, 1984, with 375,000 shares reserved for conversion. 

The note agreements with the noteholder, the majority 
shareholder, ARA Services, Inc., contain restrictions as 
to financial commitments in excess of certain limits, 
minimum consolidated working capital, creation of in- 
debtedness generally and on disposition of assets. In 
addition, payment of cash dividends on common stock is 
limited to 25% of accumulated consolidated net income 
subsequent to December 31, 1973. 


4. Common Stock 

60,000 common class A shares have been reserved 
since 1961 for employee stock options and at September 
28, 1977 options on 47,160 shares were outstanding 
(including options on 30,500 shares granted to directors 
and officers) at prices ranging from $3.50 to $6.875. 
These options become exercisable in cumulative equal 
amounts of one-third in the third, fourth and fifth years 
and expire five years from date of grant. During 1977 no 
options were granted, 5,490 were cancelled and 3,600 
were exercised. 


5. Earnings per Share Te ae 


Fifty-two weeks ende Thirty-nine weeks 
ended September 29, 1976 ended 
September 28, 1977 (Unaudited) | September 29, 1976 
Income Income Income 
before before before 
extra- extra- extra- 
ordinary Net ordinary Net ordinary Net 
item income item income item income 
Basic earnings — 
per “‘A”’ share Sie $1.04 $.74 $1.04 $.56 $.78 
per ‘‘B” share .87 .74 44 .74 5 ES 
Fully diluted earnings — 
per “‘A” share iil 81 48 .63 .40 Sy) 
per ‘‘B”’ share 61 Sil 18 .33 Ald 29 


Earnings per share were calculated on the basis that 
common class A shares have a non-cumulative annual 
dividend priority of 30¢ per share (22.5¢ per share for the 
thirty-nine week period). 

Fully diluted earnings per share reflect what earnings 
per share would have been had the balance of the 8% 


unsecured convertible notes and employee stock options 
been converted into class A shares at the beginning of the 
year. The calculations of 1976 fully diluted earnings per 
share include the effect of the conversion of the minority 
30% interest in the Company’s German subsidiary. 


6. Remuneration of Directors and Officers 

In fiscal 1977, seven directors received $6,800 as 
directors and eighteen officers received $778,727 as 
officers. During the period, three directors were also 
officers. One director received remuneration as an officer 
of Versafood Services GmbH of approximately $125,000 
(DM 287,096). 


7. Commitments and Contingencies 

The fixed assets and business of a restaurant operation 
were sold in 1974 and, until June 30, 1982, the Company 
is obliged to operate the business in the event of the 
purchaser’s default to the landlord. 

The companies have undertaken lease obligations 
extending for varying periods up to 1991 involving 
minimum annual rentals of $1,085,000 (1976 $660,000). 

A writ was issued in 1972 against the Company and one 
of its domestic subsidiaries claiming damages for alleged 
breach of contract in the amount of $1,000,000. In the 
opinion of counsel, the companies have a good defence 
on the merits. 


8. Anti-Inflation Programme 

In October, 1975, the federal government passed the 
Anti-Inflation Act and subsequently issued Regulations 
which are presently scheduled to affect the Company 
until September 27, 1978. Under this legislation the 
Company and its domestic subsidiaries are subject to 
mandatory compliance with controls on prices, profit 
margins, employee compensation and shareholder divi- 
dends. The Company has determined that it is in com- 
pliance with the Regulations for the year ended Sep- 
tember 28, 1977. 


9. Change of Year-End 

In 1976 the Company changed its year-end from 
December 31 to the Wednesday closest to September 30. 
Unaudited results of operations for the fifty-two weeks 
ended September 29, 1976 have been included for 
comparative purposes. 


Auditors’ Report 


To the Shareholders of 
VS Services Ltd: 


We have examined the consolidated balance sheet of VS Services 
Ltd as at September 28, 1977 and the consolidated statements of 
income, retained earnings and changes in financial position for the 
fifty-two weeks then ended. Our examination of the financial state- 
ments of VS Services Ltd and those subsidiaries of which we are the 
auditors was made in accordance with generally accepted auditing 
standards, and accordingly included such tests and other procedures 
as we considered necessary in the circumstances. We have relied on 
the report of the auditors who have examined the financial statements 
of the German subsidiary. 

In our opinion, these consolidated financial statements present 
fairly the financial position of the company as at September 28, 1977 
and the results of its operations and the changes in its financial 
position for the fifty-two weeks then ended in accordance with 
generally accepted accounting principles applied on a basis consistent 
with that of the preceding period. 


CLARKSON, GORDON & CO. 
Chartered Accountants 


Toronto, Canada 
December 5, 1977 
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